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DEPARTMENT OF COMMERCE ADMINISTRATIVE ORDER 735
DATE OF ISSUANCE EFFECTIVE DATE
DEPARTMENT _
ADMINISTRATIVE ‘November 5, 1969 November 5, 1969
ORDER SERIES o
SUBJECT .
EMPLOYEE RESPONSIRILITIES AND CONDUCT
Section 1. Purpose
Section 2. *Qutside Employment *
Section 3. Employee Inventions
Section 4. Indebtedness to the United States Government
Section 5. Indebtedness to a State or Local Government or to g
Credit Union
Section 6. Private Indebtedness
Section 7. Effect on Other Orders
SECTION 1. PURPOSE.

.01l The purpose of this order is to prescribe instructions to supplement
Departmental regulations on employee responsibilities and conduct approved
by the Civil Service Commission, as set forth in Department Administrative
Order 202-735 (formerly Department Order 77, 15 CFR 0.735-1 - 0.735-k1).
These supplementary instructions are issued in accordance with 5 U.S.C.
301 and paragraph 0.735-32 of Department Administrative Order 202-735.

.02 The instructions in this order re
ment or other activity, (b) employee i
employees. :

late to (a) certain outside employ-
nventions, and (c) indebtedness of

.03 The instructions relating to outside employment or activity are
*revised to clarify the basis for the requirement for determinations of
compatibility with respect to outside employment.* The instructions
relating to employee inventions are a restatement of existing regulations
without substantial change. The instructions relating to indebtedness of
employees are a restatement of existing regulations without substantial
change except as necessary in section 6 to bring them into alignment with
paragraph 0.735-16 of Department Administrative Order 202-735.

SECTION 2. *OQUTSIDE EMPLOYMENT.

.01l General Policy.

a. Department Administrative Order 202-735 prohibits outside employment
by Department employees which is not compatible with the full and proper
discharge of the duties and Tresponsibilities of their Government employ-
ment. Two of the Principles implicit in that general policy are that

employees must not involve a conflict of

Amendment 1
October 6, 1970
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b. A question of compatibility arises where an employee's outside work is of
such a nature that it involves, tends to involve, or appears to involve, (1) a
conflict of interest (regardless of when the work activity takes place), or
(2) a holding out by the employee of his availability for outside work or com-
munication about it without an indication that he 1s not available during his
hours of duty, or (3) any of the following matters during hours of duty (ineclud-
ing overtime hours) for which the employee is expected to be available: (a)
communication with other parties or their access to the employee with respect
to the outside work; (b) his engaging in outside work or activity connected
with it; (e) impairment of his mental or physical capacity to discharge his
Governmental duties and responsibilities in an acceptable manner; or (d) other
activity which may create a problem of supervision or management in connection
with the discharge of his official duties (e.g., need for absences from duty,
inattention to duty, preoccupation with outside employment, and the like).

c. Where a question of campatibility with his official duties may be created
by an employee's outside employment, the employee snall consult the counselor

a deputy counselor designated under paragraph 0.735-38 of Department Adminis-
trative Order 202-735 (see baragraph .03 of this section), prior to undertaking
or continuing such outside employment, and obtain a decision with respect to
the compatibility of the outside employment with the employee's official duties.

.02 Special Policy: Private Practice of Law.

&. Except as is otherwise provided in subparagraphs b. and c¢. of this para-
graph .02, the private practice of law generally is of such nature that, when
éngaged in by a full-time employee of the Department, it gives rise to a
question of compatibility with the discharge of his official duties, which must
be resolved. A decision on compatibility shall be obtained as specified in
raragraph .03 of this section.

b. It is the policy of the Department to encourage employees qualified to
Practice law to participate, in off-duty hours and to the extent consistent
with the discharge of their official duties, without compensation for their
services in a program to provide legal assistance or representation to poor
persons. Such participation shall not include representation or assistance

in any criminal or other matter or proceeding in which the United States (in-
cluding the District of Columbia Government) is a party or has a direct inter-
est. An employee who intends to participate in such & program is not required
to obtain a decision on campatibility but shall give written notice to the
counselor or deputy counselor concerned (see paragraph .03 of this section) of
his  intention.

€.  When the private practice of law (1) cannot possibly involve any of the
considerations described in subparagraph .Olb. of this section, (2) is limited
to occasional handling of legal matters which do not involve the interests of
the Govermment (e.g., wills and private real estate transactions), and (3) is
limited to clients whose interests cannot be affected directly or indirectly
by the employee's performance of his official duties, the private practice of
law will not be deemed to give rise to a question of compatibility, and no
decision with respect to campatibility need be requested.

Amendment 31
October 6, 1970
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d. Bach supervisor is responsible for overseeing employee activity in order
to assure that the public interest is protected, and he shall take appropriate
action whenever it appears to him that there is or may be a question of compati-
bility between the officiel duties and the outside employment of one of his
subordinates. ‘ e

.03 Procedure.

a. Private practice of law. Except as provided in subparagraphs .02b. and
-02c. of this section, full-time employees, whether occupying legal positions or
not, who desire to engage in the private practice of law shall submit in writing
& request for a decision. Each request shall include (1) a brier description of
his official title and nature of work; (2) whether he holds himself out to the
public as a practitioner of law by maintaining a publicly listed place of busi-
ness, or a mail or answering service for such purpose, or by affiliating himself
with others engaged in private practice of law; (3) whether he has regular part-
time employment as an attorney for any business or other organization; and (4) a
description of the nature and extent of the private practice or legal work to be
rerformed. The request shall be addressed to the General Counsel of the Depart-
ment, who serves as counselor for the Department with respect to matters covered
by Department Administrative Order 202-T735, or to an appropriate deputy counsel-
or designated by the General Counsel. The following have been designated as
deputy counselors for this burpose by the General Counsel:

Deputy General Counsel of the Department

Assistant General Counsels of the Department

General Counsel, National Oceanic and Atmospheric Administration
Solicitor, Patent Office

General Counsel, Maritime Administration

Chief Counsel, Economic Development Administration

Chief Counsel, Office of Foreign Direct Investments

The counselor or a deputy counselor will pramptly issue a written deeision to
the applicant. In the event of an adverse decision, the deecision will explain,
insofar as practicable, why the proposed private practice or legal work is
deemed incompatible with the employee's official duties and what, if anything,
mey be done by the employee to bring the proposal within the bounds of compati-
bility. Each deputy counselor issuing such a decision shall transmit a copy
thereof, with a copy of the employee's request, to the counselor. A copy of
the decision shall be filed in the employee's official personnel folder.

b. Other outside employment. Xor any outside employment other than the pri-
vate practice of law which gives rise to a question of compatibility as de-
scribed in subparagraph .0lb. of this section, each employee shall submit a
Tequest in writing for a decision to the head of the operating unit concerned
or his designated representative. The request shall contain a brief descrip-
tion of the employee's official duties and sufficient details of the nature
and extent of his outside employment for an informed decision to be made. The
heed of such operating unit may consult with the counselor or s deputy counsel-
or and shall pramptly issue a written decision to the applicant. A copy of the
decision shall be filed in the employee's official personnel folder.*

(Text continued on page 3)

Amendment 1
October 6, 1970
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¢. An employee vho intends to participate in a program such as is de-
scribed in parsgraph .03 of this section shall give written notice of such
intention to the General Counsel or his désignee, or to the head of his
operating unit, as appropriate in connection with an lication for authoriza-
tion (see subparagraphs .Oka. and .O4b. of this sectic:pg « In each instance

& COpy of such notice shall be transmitted to the General Counsel.

SECTION 3. EMPLOYER INVERTIONS.

01 Purpose. The purpose of this section 1s to prescribe the regulations
Of the Department of Commerce with respect to patent rights in and to
inventions mede by employees of the Department.

-02 Legal Background and Authority.
8. Executive Order 10096, as amended.

Federal Government under vhich the Govermment may acquire title to inventions
made by its employees under certain conditions, while providing for the
partial or complete retention of rights by employees under other conditions.
This order, which established a Government Patents Board, authorized its
Chairman to isgue » With the approval of the President, such rules and
regulations as are necessary to the administration of uniform patent policy
with respect to inventions made by employees throughout the Govermment.

2. The President, by Executive Order 10930, dated March 24, 1961 (26 P.R.
2583, March 28, 1961), abolished the Govermment Patents Board, including the
Office of the Chairman, and transferred itg functions to the Secretary of
Commerce. The suthority to perform such functions was delegated on the
same date, March 24, 1961, by the Acting‘Secreta.ry of Commerce, to the
Camnissioner of Patents (26 F.R. 3118, April 12, 1961).

partment and independent establishment 1s directed to take all steps neces-
B&ry to effectuate the Executive Qrder, including the issuance of necessary
regulations consistent with Provisions of the Executive Order and the
rules and regulations issued thereunder by the Commissioner.

b. Rules and regulations. Basic Govermment patent policy with respect
to inventions made by Government employees is adninistratively restated in
Part 300, Chapter III, Title 37, Code of Federal Regulations, 37 C.F.R.
300.1-300.11; (27 F. R. 3289, April 6, 1962), but therein are set forth,
&5 approved by the President, Pebruary 6, 1962, the responsibilities of
Govermment agencies and Procedures to be followed, These responsibilities
include (1) the determination of invention, (2) the determination of rights
in inventions, (3) administrative sppellate rights of employee-inventors ’

g 4) the determination as to whether patent protection will be sought, and
5) the furnishing of certain reports to the Commissioner of Patents.

: 12-0
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+03 Policy of the De ment, It is the policy of the Department of Commerce to
éncourage invention by its employees and to take full cognizance of the rights
and interests of its employee-inventors, within the limitation of its authority,
in making determinations of the respective rights and equities of the Government
and of the inventor in an invention wade by an employee of the Department of Com-
mnerce.

.04 Definitions. For purposes of this section, the following definitions shall
apply:

a. "Government employee” or "employee" is any officer or employee of the Depart -
ment, including any part-time consultant or part-time employee except as otherwige
may be provided by contract » regulation, or practice approved by the Commissioner
of Patents; and .

b. "Invention" means any art, machine, manufacture, design, or composition of

matter, or any new and useful improvement thereof, or any variety of plant, which
18 or may be patentable under the patent laws of the United States.

05 Assignment of Responsibilities.

a. 1a discharging its responsibilities in connection with the uniform patent
policy, the Department of Commerce is charged with:

1. Determining whether the results of research, development or other activity
within the Department constitute invention within the urviev of Executive Qrder
10096, am amended by Executive Order 10930, of March 2k, 1961;

2.. Determining, subject to review by the Commissioner of Patents » the respective
Tights of the Government and of the inventor in and to any invention made by an
employee of the Department of Commerce H

3. Determining » subject to certain exceptions hereafter noted, vhether patent
Frotection will be sought by the Department of Commerce for such inventions; and

L, Furnishing reports as required to the Commissioner of Patents with respect
to the determination of rights, the taking of appeals, the filing of applications,
and the issuance of patents.

b.  The General Counsel will carry out these responsibilities for the Depart -
ment and will also serve as the Department's liaison officer to deal with the
Commissioner of Patents on these and other matters pertaining to employee
inventions. In the discharge of his responsibilities a8 enumerated in sub-
paragraph .058.0f this section exclusive of subparagraph .05a.4., the General
Counsel may utilize such representatives, boards, and committees &8 he deems
appropriate, or may delegate his authority in such manner ag he deems desirable.

.06 Determination of Invention.

&. Every employee of the Department who believes he has mede an invention
shall promptly furnish a full description thereof in vriting to the head of his
operating unit, or to his designee far this purpose.
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b. The head of each operating unit or his designee shall submit to the
General Counsel all descriptions of inventions furnished by employees.

¢. The General Counsel shall maintain & docket of all employee in-
ventions and take steps to obtain sppropriate information on Porms CD-240,
"Invention Disclosure,"” and CD-241, "Invention Evaluation,” on these
inventions.

+07 Determination of Rights.

a. Conditions for ass nt. The Department of Commerce mAy require asg-
sigmment to the Government of the entire right, title, and interest in and
to inventions made by its employees and to any patents that maAy be issued on
such inventions if it 1s established that any of the following conditions
are present and are sufficiently equitable to Justify requirement of assign-
ment :

1. If the invention was made during working hours;

2. If the invention vas made with a contribution by the Government of
facilities, equipment, materials » funds, or information, or of time or services
of other Government employees on official duty; or

3. If the invention bears a direct relation to or wvas made in consequence
of the official duties of the inventor.

©. Definitions of conditions. In determining whether any of the condi-
tions set forth above were present in the making of the invention » the
following definitions shall apply:

1. VWork hours shall mean time spent during either the usual working hours,
or overtime, or both;

2. A contribution of facilities, equipment » materials, or funds shall mean
that Government facilities » equipment, materials » Or funds vere actually
used in conrection with the invention:

3. A contribution of information shall mean that the information used in
making the invention was available only by reason of the inventor's official
duties and was obtained from sources not otherwise available;

4, A contribution of time and services of other Government exployees on
official duty shall mean that their time or services were utilized during
work hours as defined above ; and

duties of the inventor means that the duties to which the inventor had
been assigned wvere such that the invention could reasonably be expected to
arise therefrom.

¢. When agsi nt is required. When any of the conditions set forth in
subparagraph .07a. of this section as defined in subparagrsph .07b. of this
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section exist, the domestic rights and, in the discret

Gounsel, foreign rights in and to the invention
ment 1f:

ion of the General
shall belong to the Govern- -

(1) The conditions are equitably sufficient to Justify assign-
ment thereof by the employee to the Government; and

(2) The Government has sufficient interest in the invention to
require assignment thereof by the employee.

Where the Govermment would otherwvise be entitled to an assigoment, if it
should be fomnd that such assignment should not be required because of lack
of sufficient interest in the invention on the part of the Government, the
employee nevertheless shall be required to grant to the Govermment a non-

|
- exclusive, irrevocable, royalty-free license in the invention and under any
1
|
\

patents vhich may issue thereon, with power to grant licenses for all govern-
mental purposes. '

a. Entire title to invention left to _employee. When none of the conditions
set forth in subparagraph .07a. of this section

exist, the entire right, title,
and interest in and to the invention shall be left in the exmployee, gubject
to law.

e. When conditions for 2ssignment are presumed to exist. It shall be pre-
sumed that the conditions of subparagraph .07a. of this section exist when
the employee is employed or assigned:

(1) To invent or improve or perfect any Process, machine, manu-
facture, design, or composition of matter;

(2) To conduct or perform research or development work, or
both;

(3) 7o supervise, direct, coordinate or review Government -

.financed ar conducted research or development work, or
both; or ‘

(4) To act in a lisison capacity among governmental or non-
govermmental agencies or individuals engaged in such re-
search or development work, or both.

This presumption may be rebutted by the facts or circumstances attendant upon
the conditions under which any particular invention is made and shall not pre-
clude & determination (1) that the Govermment shall leave the entire right,
title and interest in and to the invention in the employee, subject to law,

or (2) that title shall be left in the employee subject to a license to the
Government ag set forth in subparagraph .07c. of this section.

f. Burden of proof. Employees assigned for any one or more of the purposes
enuserated in subparagrsph .07e.

of this section may submit evidence that will
enabls the General Counsel to establish the absence of &0y one or more of the
conditions of h .07a. of this section, or that the coaditions vhich
exist are insufficient equitably to Justify a requirement that assignment be
made to the Govermment of the invention and any patent which may issue thereon.
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For all other employees, the Government musgt establigh that the conditions

of subparagrsph .07a. » 1f present, are sufficient equitably to require an
Assignment to the Government of the invention and to any patent which oy
issue thereon. g

g. Foreign rights. An assignment of the foreign rights in and to the in-
vention shall be made by the employee, upon request, vhenever an assignment
of the domestic rights 1s required.

General Counsel ag to his rights to or in an invention he has made may obtain
& review of the determination by filing two copies of a written &ppeal with
the Commissioner of Patents within 30 days after receiving notice of the
determination (or such longer Period as the Conmmissioner may, for good ceuse,
fix in any case). The decision of the Commissioner of Patents upon any ap-
Peal made to him shall be final, after the period for asking recongidera-
tion expires. Any request by the inventor for reconsideration must be filed

the Commissioner before the original period expires).

b. Agenc rt on al. In the event any employee files an &ppeal, the
General Coungel shall furnish the Commissioner of Patents, with a copy to
the employee, the following information:

1. Description of the invention in sufficient detail to permit a satisfactory
review;

2. Name of the inventor and his employment status » including a detailed
statement of hig official duties ang responsibilities at the time of making

3. A statement of the agency determination and Teasons therefor; and

transmission of a copy of the agency report to the employee, the employee
may file a reply thereto With the Commissioner and file one copy thereof
with the agency. After the time for the inventor's reply to the Govermment:
agency's repart hag expired and if the inventor has so requested in hisg
&ppeal, a date will be set for the hearing of oral arguments by the employee
(or by an attorney whom he designates by written power of attorney filed
befaore, or at the hearing) and a representative of the Government agency in-
volved. The hearing w11l pe conducted by the Commissioner » An Assistant
Comissioner, Or & hearing officer designated by the Comaissioner. Unless it
shall be othervise ordered before the hearing begins, oral arguments will
be limited to thirty minutes for each side. The employee need not retain

an attorney or request an oral hearing to secure full consideration of the
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facts and his arguments. He may expedite such consideration by notifying
the Commissioner when he does not intend to file a reply to the agency report.

After a hearing on the &ppeal, if a hearing was requested, or after expiration
of the period for the inventor's reply to the agency report if no hearing 1is
set, the Commissioner shall issue a decision on the matter, which decision
shall be final after the period for asking reconsideration expires or on the
date that a decision on a petition for reconsideration is finally disposed of.
Any request for reconsideration or modification of the decision must be filed
vithin 30 days from the date of the original decision (or within guch an
extension thereof as may be set by the Commissioner before the original period
expires). The Commissioner's decision shall be made after consideration of
the statements of fect in the employee 's appeal, the agency's report, and the
employee's reply, but the Commissioner, at his discretion and with due respect
to the rights and convenience of the inventor and the Government agency, may
call for further statements on specific questions of fact or may request ad-
ditional evidence in the form of affidavits or depositions on specific facts

in dispute.

c. Petitions not iavolv appeals. In the event it is determined that the
Tights in and to an invention are to be left with the employee, a report of
such determination is required to be submitted to the Commissioner of Patents
for review. The Commissioner will review the determination and his decision
Tespecting the matter shall be final, subject to the right of the employee
to submit to the Commissioner vithin 30 days (or such longer period as the
Commissioner may, for good cause, fix in any case) after receiving notice of
the decision, a petition for reconsideration if the Commissioner's decision
gives the Government greater rights than the original determination. Copies
of such petitions will be filed with the head of the operating unit and the

General Counsel.
.09 Patent Protection.

&, General. The General Counsel, upon determining that an invention has
been made under the conditions specified in subparagraph .07a. of this sectiom,
shall determine whether patent protection will be sought in the United States
by the Department of Commerce for suchk invention. A controversy over the
respective rights of the Govermment and of the inventor in any case shall

not delay the taking of any action seeking such patent protection. In cases
Where it is determined that the domestic rights in and to the invention are

to be left with the employee, action by the Department of Commerce looking
toward such patent protection shall be contingent upon the consent of the
inventor.

b. D1 a8 to rights. Where there is a dispute as to whether the Govern-
ment is to obtain an assignment of the domestic rights in and to the invention
Or only a license thereunder » the General Counsel will determine vhether

pPatent protection will be sought in the United States pending the Commissioner's
decision on the dispute. If the General Counsel decides that an application
for patent should be filed, he will obtain for the Government a non-exclusive,
irrevocable, royalty-free license in the invention with power to grant 1i-

acquiring an assignment to the Govermment of the entire domesgtic right, title,

censes for all govermmental purposes, but this shall be without prejudice to ]

and interest in and to the invention should the Commissioner go decide.
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c. Rights in the employee. Where the General Counsel has determined to
leave the domestic rights in and to an invention with an employee subject
to & license in favor of the Govermnment and the employee acquiesces in

this determination, the General Coumsel will, upon the filing of an appli-
cation for patent and pending review of the determination by the Commissioner,
obtain for the Government a non-exclusive, irrevocable y royalty-free li-
cense in the invention with power to grant licenses for all governmental
purposes, without prejudice to the subsequent acquisition by the Govermment
of the entire domestic rights, title, and interest in and to, the in-

vention should the Commissioner so decide.

.10 Scope of Section. The provisions of this section apply to any in-
vention made by an employee on or after Jamuary 23, 1950.

SECTION 4. INDEBTEDNESS TO THE UNITED STATES GOVERNMENT.

.01 Purpose. The purpose of this section 1s to prescribe Departmental
policy and procedure relating to indebtedness of an employee to the

ited States Govermment other than an indebtedness arising ocut of an
erroneous payment of pay collection of which is waived under 5 U.S.C. 5584

(see Adminigtrative Order 202-558).

02 Le Basis. Section 6331 of the Internal Revenue Code of 195k, ap-
proved August 16, 1954 (68A Stat.783; 26 U.S.C. 6331), authorizes involun-

tary deductions from the salary of a Goverument officer or employee who

is delinquent in paying his Federal income tax. 5 U.S.C. 5514 authorizes
involuntary dednctions from any employee's salary for indebtedness to the
Govermment resulting from overpayment by the agency concerned. In additionm,
where the Govermment is both debtor and creditor with respect to an em-
pPloyee, the Government has a right to set off the indebtedness to the Govern-
ment against the indebtedness of the Govermment to the employee in ssttling
accounts. (See R. S. 236; Act of June 10, 1921, 42 Stat. 2k; 31 U.s.C. T1,

and 33 Comp. Gen. 443.)

.03 Policy. Timely payment of any indebtedness to the Govermment of the
United States is an important personal responsibility of each employee
concerned. Any employee who fails to liquidate such indebtedness promptly
when due is & source of embarrassment to the Department and will be subject
to seizure of salary and to appropriate disciplinary action, vhich may
include removal.

.04 Procedure.

a. Responsibility. By virtue of the Department Organization Order 20-8, the
authority for administering these regulations is vested in the Director of
Personnel. Such authority is redelegated by Administrative Order 202-250 to
appointing officers who may be assisted or represented by such responsible
officials as they may deem appropriate. The person exercising such authority
shall be designated as Department representative.

b. Initial contact with employee. Where a complaint is received con-
cerning, or an error is found creating, an indebtedness to the United States,
such information will be referred to the Department representative. The
Department representative will confer with the employee concerned and ad-
vise him of the Department's policy regarding the liquidation of indebtedness.
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The conference will, on the basis of the facts available:

l. Ascertain that the debt is a Just debt; and if so,

| 2. Endeavor to obtain an agreement for liquidating the indebtedness,
| subject to the proviso in subparagraph ,04b.3, of this section.

| 3. The Internal Revenue Service is authorized, but not required, to
| utilize this procedure in collecting delinquent Federal taxes., In lieu of
| the procedure described in this paragraph .04, the Internal Revenue Service

| my, if it so desires, utilize the procedure described in the following pro-
vision of law (68A Stat. 783; 26 U.S.C. 6331 (a)):

"If any person liable to pay any tax neglects or refuses to pay the
same within 10 days after notice and demand, it shall be lawful for
the Secretary or his delegate to collect such tax (and such further
sum as shall be sufficient to cover the expenses of the levy) by
levy upon all property and rights to property(except such property
as is exempt under Section 6334) belonging to such person or on which
there is a lien provided in this chapter for the payment of such tax.
Levy may be made upon the accrued salary or wages of any officer,
employee, or elected official, of the United States » the District of
Columbia, or any agency or instrumentality of the United States or
the District of Columbia, by serving a notice of levy on the employer
(a8 defined in Section 3401(d)) of such officer, employee, or elected
official. If the Secretary or his delegate makes a finding that the
collection of such tax is in Jeopardy, notice and demand for immediate
payment of such tax may be made by the Secretary or his delegate and,
upon failure or refusal to pay such tax » collection thereof by

levy shall be lawful without regerd to the 10-day period provided in
this section."

In the event the Internal Revemue Service insists upon collection by levy,

rather than collection by payroll deduction plan, the procedure for collection

by levy must be observed, and the remainder of this paragraph .04 1s not
applicable. ' '

c. Voluntary liquidation of a Just debt. When it is established that the
dedt 15 & Just debt, that the exployee is willing to enter into a plan for
liquidating the indebtedness » and that collection by levy procedures is not
involved, the Department representative will assist him in formilating such
& plan substantially as follows:

1. The employee will agree to (a) a cash settlement in full er cash pay-
ment by installments, or (b) payroll deductions to cover the smount due.

2. The payment should be as large as the employee's personal financial
situation wvill permit. Except in extreme circumstances s the payment should
be large enough to liquidate the indebtedness in full (including any interest
due) in not more than one year. Installments in no case should be less than
five dollars for each agreed upon installment period. The amount deducted
mst remain constant. except for the final deduction, which may cover the
balance due in an amount less than a regular deduction.

Declassified in Part - Sanitized Copy Approved for Release 2013/01/23 : CIA-RDP90-00530R000501260012-0



: -0
Declassified in Part - Sanitized Copy Approved for Release 2013/01/23 : CIA-RDP90-00530R000501260012

4.0kc.(cont '4.) -1 - A0 202-T735-A

3. When an employee agrees to the plan of deducting & certain amount

from his salary, he should execute a written agreement » Exhibit 1, "Agreement
for Liquidation of Indebtedness to the United States through Cash Payment

or Payroll Deduction," or Exhibit 2, Form 2159, "Agreement for Ligquidation
of Federal Tax through Payroll Deduction" whichever is applicable, which
vill state the amount of the indebtedness and the amount of cash payments

Or payroll deductions to be made for this purpose. The agreement must be
signed in quadruplicate by the employee and a representative of the Internal
Revenue Service or other Government agency to whom the debt is oved. Agree-
Wents other than with the Internal Revenue Service will also be signed by
the Department representative. The original copy will be sent to the pay-
Toll office and one copy retained by each party signing the agreement and
the Department representative. (Normally the agreement will be worked out
in a conference with the above-named individuals. When such & conference
cannot be arranged, however, the document » 8igned by the employee and the
Department representative where sppropriate, may be forwarded to the
Internal Revenue Service representative or other agency representative con-
cerned for signature, retention of one copy, and return of the other three

coples.)

L. An employee may P&y more than the amount specified in the agreement
in order to liquidate the amount at an earlier date; but in such case, the
exXcess payments must be made directly to the Internal Revenue Service col-
lection office (or other &gency collection office) concerned, rather than
to the payroll office » @and the employee shall notify the Department repre-
sentative concerned of the amount paid. The Department representative
shall advige the peyroll office of the amount paid, and request appropri-
ate change in the deduction schedule.

earliest possible action of collecting the full debt or of stated ingtall-
mentg effective with the current pay period, if received in time » but not
later than the pay period following the one during which the agreement
form is receiwed in the payroll office.

6.  Certain types of indebtedness, such as delinquent income tax » accrue
interest until collected. For this reason, the agreement provides for pay-
ment of interest until the date of final payment of the indebtedness. The
amount of interest to be paid can be ascertained from the Internal Revenue
S8ervice representative or other agency representative concerned vhen the
employee agrees to authorize deductions.

5. The properly completed agreement will be processed to effect the
7. Revocation of an agreement authorizing payroll deductions may be made
by an employee in writing, addressed to the Department representative, with
& copy to the Internal Revenue 8ervice representative (or other agency
representative) concerned, and & copy to the Payroll officer concerned.
Unlesg an acceptable alternative plan for liquidating the balance due is
subnitted by the employee and approved by the Department represgsentative
concerned prior to the effective date of the notice of revocation » however,
‘ the act of revocation vill be regarded as willful failure to liquidate the
balance dme, and action shall be taken proaptly:
(a) To take involuntary deductions from the employee's salary to
the extent permitted by law (see subparagraph .0kf. of this
section); and

L_ : -0
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(b) To remove the employee or to take other appropriate disciplin-
ary sction against him, for indebtedness vhich embarrssses the

Department.

d. Administrative liquidation of a Just debt. If the employee does not
cooperate in planning the liquidation of the determined just debt, the Depart -
ment representative shall notify the employee of the complaint or finding in
vriting; require the employee to submit within a reasonable time & written
statement, showing specifically and in detail in what respects and to vhat
extent the alleged debt is not a just debt; and shall, after careful investi-
gation and consideration of all relevant information available » notify the
employee of his finding and decision to liquidate the amount of determined
indebtedness under provisions authorized by law. Such notice shall inform
the employee of his right to redress through & claim against the Government
for refund of the amounts deducted, if he believes that the determination

is incorrect.

e. Action after determination of the amount of indebtedness. After the
Department representative's determination 18 made and communicated to the
empioyee, the latter shall again be afforded the opportunity to either pay

up the indebtedness within seven days or to execute within seven days an
administratively acceptable agreement for voluntary payroll deductions as
provided in subparagraph .Olc. of this section. If the employee fails either
to liquidate the indebtedness or to enter a satisfactory agreement for liquida-
tion within the stated seven days, action shall be taken:

1. To take involuntary deductions from the employee's salary to the maximum
extent authorized by law; and

2. To remove the employee.
Authorization by lav to seize salaries. The employee should be advised

that:

1. A1l of his current salary is subject to seizure for delinquent Federal
taxes (684 Stat. 783; 26 U.8.C. 6331(a));

2. Up to two-thirds of his current salary in any pay period is subject to
seizure to liquidate indebtedness resulting from any erroneous overpayment
by this Department. More than this amount may be seized if necessary in
order to liquidate the indebtedness within the period of his anticipated

employment (5 U.S.C. 551k);

3. In the event of his separation before indebtedness to the United States
is liquidated, the following items, to the extent necessary, and without
further notice, vill be subject to set-off under the law:

(a) Pinal salary payment

(b) Any travel reimbursement

(¢) Any lump-sum payment for annual leave

(4) Any credit balance due from a savings bond account
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Should these amounts prove insufficient for liquidation of the indebted-
Dess, any balance of the debt vill be certified as a claim against re-
tirement account balances; and : v

4. Pending liquidation of the indebtedness, annual leave may be author-
ized and used only to the extent such use will not reduce the amcunt of
the lump-sum payment for annual leave below that vhich will offset the
unpaid balance of the indebtedness (including interest, if aay).

g. Notice to other offices concerned. Upon receipt of information that
an employee is indebted to the United States, the Department representa-
tive concerned shall notify: :

1. The payroll office concerned, in order that it may safeguard the
interests of the United States;

2. The employee's supervisor, in order to prevent approval of annual
leave for the employee except after prior comsultation, in order to fore-
stall any further evasion by the employee of his obligation to the
Governmment; and

3. The Internal Revenue Service officer concerned, if the employee fails
to cooperate in clearing up any delinguent Federal income tax upon receipt
of an informal complaint relsating thereto, in order that a formal notice
of levy can be expedited as & basis for seizing the employee's salary.

h. Fiscal procedure.

1. The payroll unit shall appropriately adjust the payroll records to
reflect the agreed upon deduction and record the amount of each payroll
deduction on the earnings record card until the indebtedness is liquidated.

2. Each pay period one check inthe total amount of all payroll deductions
for overdue Federal income tax, payable to the District Director of Internal
Revermue, shall be mailed to each Internal Revenue Service collection office
concerned, together with a schedule gshoving the amount to be credited to
each employee's indebtedness. A similar procedure will be followed in con-
nection with debts owed to other Govermment agencies. (A sample schednle

is attached as Exhibit 3.)

i. Exceptions. The head of each operating unit, or his authorized re-
presentative, is authorized, to the extent permitted by law, to modify or
grant an exception to one or more of the foregoing provisions in individual
cases of an exceptionally meritorious nature, vhen necessary to promote

the efficiency of the service, provided that no exception may be granted
vhich would have the effect of nullifying the policy of the Department

that every practicable step must be taken to liquidate the delinquency
vithin one year.

SECTICN 5. INDEBTEDNESS TO A STATE OR LOCAL GOVERMMENT OR TO A CREDIT UNION.

.01 Policy. Timely payment of any indebtedness to a State or local
government is an important personal responsibility of each employee because
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of the civic ooligation involved. Timely payment of any indebtedness to

& credit union is likevise an important personal responsidbility of each -
employee because of the special trust and mutual interdependence existing .. -
among members of a credit union, and the non-commercial nature of the lending
activity. Accordingly, the Department of Cosmerce will give special at-
tention to and cooperation in resolving satisfactorily any problems of in-
debtedness by an employee to a State or local government or to & credit

union.

.02 Procedure. Complaints concerning indebtedness to a State or local
government or to a credit union shall ordinarily be handled in the same man-
ner as complaints concerning private debts (see section 6 of this order),

except that:

a. The employee shall be interviewed personally, in sddition to being
given a memorandum;

b. Positive follow-up action shall be taken to ensure that the indebtedness
is in fact cleared up promptly; and

c Correspondence with the complainant shall be personalized and appro-

- e

priate to the facts in individual cases.

.03 Penalty. Failure on the part of the employee concerned to pay his just
debt to a State or local government or to a credit union promptly, after his
attention has been called to the matter in accordance with sections 5 and

6 of this order, shall be cause for dismissal or other appropriate disciplinary

action.

SECTION 6. PRIVATE INDEBTEDNESS.

.01 Policx.

a. Paregraph 0.735-16 of Administrative Order 202-735 (15 CFR 0.735-16)
provides in part as follows:

"(a) An employee shall pay each just financisl obligation in a proper
and timely manner, especially one imposed by law such as Federal,
State, or local taxes. For purposes of this section, ' a Just ri-
nancial obligation,' means one acknowledged by the employee or re-
duced to judgment by & court, and 'in a proper and timely manner'
means in a manner vhich, in view of the Department » does not, under
the circumstances, reflect adversely on the Government as his em-

ployer." '

b. In determining whether an employee has failed to pay a just financial
obligation in a proper and timely manner, sppointing officers shall give
consideration to the following factors, among others, as appropriate:

1. Whether the employee has willfully or negligently and vithout acceptable

excuse or Justification failed to pay the obligation (or any part thereof)
promptly and in full, when due.
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2. Whether the entire pattern of actions and statements by the employee
in relation to his failure to pay the financial obligation (or any part
thereof) promptly and in full, when due » reflects honesty, good faith
and the maximum effort which could reasonably be expected of him to pay
the obligation in full as due.

3. Whether the creditor exercised reasonable and prudent care, in the

light of all relevant circumstances » before extending credit to the em-
Ployee. Relevant circumstances may include, but not be limited to , the
spparent financial capacity of the employee to Pay the obligation in
accordance with the terms extended, the employment status and tenure of

the employee, the employee's previous credit record, the requirement of
security for the loan or other credit extended, whether the creditor

made a legal and fair disclosure to the employee of credit terms, whether
the sale involved sharp practices by the creditor, and similar circumstances.

L. Whether the creditor has proceeded to try to collect the amount owed
(a) with due diligence; (b) without disturbing the employee or other of-
ficials or employees at the Department, by telephone and (¢) without
causing undue hardship, unvarranted invasion of privacy, or undue loss of
personal dignity to the employee.

C. An employee who fails to pay each Just financial obligation in a
proper and timely manner shall be subject to disciplinary action, including
suspension or removal.

d. In no circumstances shall the Department be placed in the position of
determining the validity or amount of a disputed debt.

e. Creditors and collectors shall not be permitted to have access to
employees on premises occupied by the Department, by telephone or othervise,
for the purpose of presenting, discussing or collecting claims during
working hours. When circumstances Justify, they shall be advised that the
employee will be informed of the call and requested to commmicate with
them outside official hours of duty, as appropriate. If, nevertheless,

the employee is contacted during working hours, he shall advise the
creditor or collector that by Department regulation he is not permitted

to take care of his private affairs during official hours of duty and that
any contacts must be made with him after working hours and away from the

Department premises.

.02 Procedure. The following procedure should be observed in connection
with private debt complsints » unless the circumstances in individual cases
Justify otherwise.

8. Upon receipt of a private debt complaint against an employee which does
not appear to be of a serious nature » his personnel file should be examined
to determine whether any previous debt complaints have been received. If
not, and there are no other indications that the matter is especially
serious, a letter of acknowledgment should be sent to the complainant. A
copy of the acknowledgment letter should be sent to the employee and a

copy placed in his personnel file. The suggested form and content of the
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letter is indicated in Exhibit &,

b. Upon receipt of a private debt complaint of a serious nature against an
employee or concerning vhom a previous complaint has besn filed «-

1. The letter should be sent to the employee involved, noti him of

the complaint and requesting a statement from him on the matter (see Exhibit 5);
or

2. When the cognizant personnel or other administrative officer feels the
matter can be handled more effectively by discussion, he should interviev,

or arrange for the immediate supervisor to interview, the employee concerning
the debt complaint. In this case he will prepare s memorandum sccount of the
discussion for filing as indicated in subparagraph .02s of this section; and
3. An appropriate acknowledgment should be sent to the complainant. The
suggested form and content of this acknowledgment sre indicated in Exhibit 6.

¢. It 18 recognized that a very fev business firms follow loose and irre-
spongible credit practices and attempt to make the Department a collection
ageacy for credit imprudently graanted, relying on the Department 's insistence
that its employees pay each Jjust financial obligation in a proper and timely
manner. When circumstances justify, therefore, a letter of inquiry to the
complainant may be utilized as a preliminary to the procedures outlined in
this section. A sample letter of this nature is included as Exhibit 7.

SECTION 7. KFFECT ON QTHER ORDERS.

This order supersedes Administrative Order 202-735(F), "Regulations Concern-
ing Zmployee Inventions", dated July 26, 1962, as smended, and Administrative
Order 202-735-A (formerly 202-8 and 202-735-A), "Debt Complaints Agsinst
Employees," dated November L, 1948,

“Kssistaht Sec%tlry for Administration

Index changes:

Collection of Debts Owed U. 5. by Employees 202-735-A 4
Credit Union, Indebtedness to 202-T35-A §
Debt Complaints Against Employees 202-735-A 6
Debts Owed U. S. by Bmployees 202-735-A &4
Executive Qrders, 10096 Inventions Made by Government

Employees 202-T35-A 3
Indebtedness, to the Federal Goverument 202-735-A 4
Indebtedness, to State or lLocal Government or to

Federal Credit Unions 202-T35-A 5
Inventions by Employees 202-T35-A 3
Patent, Policy re Employee Inventions 202-T35-A 3
Patent, Protection, Employee Inventions 202-T35-A 3

- USCOMM-DC - 4275
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November 5, 1969

AGREEMENT FOR LIQUIDATION OF INDEBTEDNESS
TO THE UNITED STATES
THROUGH CASH PAYMENT OR PAYROLL

DEDUCTION
U. S. Department of Commerce
(Date)
Operating Unit . Name of Employee
Social Security Number
Payroll Office Home Address

For the purpose of paying my indebtedness to the United States, I hereby agree
to:

/] Pay in cash installments of $ , beginning

and every thereafter.

1:7 Authorize deductions of $ from each salary check due me until

the total of the indebtedness, $ » including interest, has been
paid in full.

Check to be made payable to:

Signature of Employee

Check to be mailed to:

Collection Office Department Representative
Agency Title
Address Representative of Agency to

which Debt is Owed.
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EXHIBIT 3 A AO 202-735-A
November 5, 1969

‘ Stondard Form 66 .
SN s000 VOUCHER AND SCHEDULE OF PAYMENTS
1166-118 .
Schedule No
(OEPARTMENT OR ESTABLISHMENT] Sheet I of
BUREAU OR QOFFICE
PAID BY
i LOCATION OF TRANSMITTING OFFICE ) AGENCY STATION NO
APPROPRIATION SUMMARY
L
Appropriation Amount
| -
|
‘ PAY
. EE, AND IF NECESSARY, ADNRESS, .
‘ VOUCHER 10, R 01uzasmz;mplcfmsmmvmcz No AMOUNT D.0. CHECK NO
A . . B D
! District Director of Internal Revenue L ]
3 For delinquent income taxes,
Pay period ; Account of:
‘ ™ List names and amounts — =
r‘ — —
r - -
r ~ ]
i n
. r -
'_ - -
i
i
)P_’ursuanl to authority vested in me, 1 certify that the items
listed herein are correct and proper for payment from the GRAND TOTAL

appropriation(s) designated hereon or on supporting vouchers.
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EXHIBIT 5
November 5, 1969

Sample Memorandum to Employee on Private Debt Complaint -~
(Date)

MEMORANDUM FOR

(Employee )
From:

Personnel Officer

Subject: Debt Complaint

We have received a letter from
concerning an alleged indebtedness on your part of §

The Department requires its employees to pay each just debt in a

proper and timely manner and to maintain a good reputation in the
community.

It is requested that you inform this office not later than

‘ __, in writing, (1) whether this is a just debt, and
(2) what specific action you are taking to clear up this matter.
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A0 202-735-A EXHIBIT 6
Novembe: 5, 1969

Sample. Reply to Private Debt Complaint

U. S. DEPARTMENT OF COMMERCE
(Operating Unit)
Washington, D. C. 20230

(Date)

(Address)

Gentlemen:

This is in response to your letter of ,
concerning an alleged indebtedness of Mr. .

Your letter has been brought to Mr. 's
attention, and he has been requested to contact you directly
and make whatever settlement may be appropriate.

While the Department of Commerce expects 1its employees to pay
their just debts in s proper and timely manner, and Mr.

has been so informed, I am sure you can appreciate
the fact that the Department cannot act as a collection agency,
and it is necessary for creditors to make arrangements concerne-
ing payments cn indebtedness directly with the employee
concerned.

Sincerely,

(Signature)
Personnel Officer
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- EXHIBIT 7 A0 202-735-A
November 5, 1969
Sample Letter of Inquiry to Debt Complainant
U. S. DEPARTMENT OF COMMERCE
(Operating Unit)
Washington, D. C. 20230

(Date)

(Address)

Dear

This will acknowledge your letter, dated , regarding
the indebtedness of .

| The Department considers that the prime responsibllity for collece
tion of personal debts lies with the creditor, since he has the

| privilege of making thorough investigations before extending credit.
However, when reasonable precautions have been taken in advance to
establish the reliability of an individual, when the obligation is

p an acknowledged one, and when adequate efforts have been made to
obtain payment, assistance will be given by the Department to the
extent of discussing the situation with the employee and encourag-
ing him to make prompt arrangements to meet the obligation.

Your letter does not furnish sufficient information to provide
basis for a satisfactory interview with the employee. If you will
furnish the following data, the employee will be interviewed:

The method used in establishing the employee's credit
. The date and amount of original debt

Terms of the contract

The date and amount of each payment

The current balance owed

Specific legal or other action taken to collect.

O\ £ 1V

The Department expects its employees to ray their just debts in a
proper and timely manner. I am sure you will understand, however,
that the Department cannot Serve as a collection agent. or as an

arbitrator when the validity or amount of the debt is questicned.
Sincerely,

(Signature)
Personnel Officer
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FORM SEC.208 (11-00) REPRINT ‘INCLUDE AMENDMENT 1 TRANSMITTAL ___57
L United Starc of Amor, DEPARTMENT
Teec Seates of America ADMINISTRATIVE ORDER  202-735A
DEPARTMEAT'CFvuOmmtnu; | y o . Amendment 1
- - UATE GF IS3UANCE EFFECTIVE‘DATE
DEPARTMENT

ADMINISTRATIVE October 6, 1970

October 6, 1970
ORDER SERIES

EMPIOYEE RESPONSIBILITIES AND CONDUCT

[SUBJECT

Department Administrative Order 202-735A, dated November 5, 1969, is
hereby amended as follows:

1. Section 2 is amended in its entirety, to change policy with regard
to outside employment, including the private practice of law, by
inserting revised bages as indicated below.

2.  Manual-holder should delete, by pen and ink » Subparagraph 2.0kec. s
which appears at the top of page 3.

3.  Manual-holder should change, by pen and ink, "Part 300" in line 3

of subparagraph 3.02b. (page 3) to read "Part 100."

(b)(8)

3
|
\
\
|
Wtraﬂ on
\
|

Pages Changed

Remove Pages Dated Insert Pages Dated

1l and 2 (undated) 1, 2 and 2a - 10/6/70
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